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B E N E F I T  L E G I S L A T I O N

Legislative Provisions Affecting CalSTRS Benefits as of  June 26, 2002
Each year, legislation is introduced that would, if enacted, improve benefits paid to some CalSTRS
members who retire in the future. If you are considering retiring soon, you might be interested to know
what bills of this type are being considered this year or what bills were introduced this year but are no
longer being considered. These bills are summarized below to assist you in your retirement planning.
Since all legislative proposals are subject to change during the legislative year, please see the box on
page two for informational resources to help you keep current on the latest benefit provisions.
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These bills conform California state law with the recently enacted
federal tax relief bill. Major provisions include:
♦ Increased limits on contributions to 401(k) and 403(b)

accounts to $11,000 in 2002; increasing by $1,000 each year
until reaching $15,000 in 2006; after that, increasing by $500
yearly. Allows additional “catch-up” contributions for those age 50
and older.

♦ Permits members to make the maximum contribution to a 457 plan
while also making the maximum contribution into a 401(k) and/or a
403(b) plan. For the latter, the maximum contribution can be split in
any percentage between the two plans.

♦ Increased contributions in IRAs to $3,000 in 2000-2004; $4,000 for
2005-2007; $5,000 for 2008; after that increasing $500 yearly.

♦ Permits active members to purchase service credit or to redeposit
funds previously withdrawn from their CalSTRS accounts using
pre-tax rollover funds from traditional IRAs.
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Permits members retiring on or after January 1, 2002, and before
August 24, 2002, to use 403(b) or 457 funds after retirement to
purchase additional service credit or redeposit funds previously
withdrawn from their CalSTRS accounts. Purchases must be
completed by October 23, 2002.

Also permits active members to purchase service credit or to
redeposit funds previously withdrawn from their CalSTRS accounts
using pre-tax rollover funds from any 403(b) or 457 plan. Members
continue to be able to roll over pre-tax funds from 401(a), 401(k)
plans and conduit IRAs.
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Permits part-time adjunct community college faculty who are
participating in CalSTRS’ Cash Balance Benefit Program or an
alternative retirement plan to receive an increased retirement benefit
based on their accumulated, unused sick leave.
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For members who received a disability allowance, returned to active
service and performed at least one year of credited service, allows
credit for service that would have been earned when a disability
allowance was payable to count when determining eligibility for
enhanced retirement benefits such as one-year final compensation,
career factor and the longevity bonus. Also allows .2 of one year of
service credit for unused sick leave when determining eligibility for
the enhanced retirement benefits.
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 has been placed in the “Inactive File,” which means it
is not moving through the legislative process and, therefore, will no
longer be considered by the Legislature. This bill would have
eliminated the 25-year service credit requirement to have final
compensation based on highest 12 consecutive months rather than
highest 36 consecutive months.
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Beginning July 1, 2002, all contributions on compensation for extra
service will be credited to CalSTRS retirement accounts. This
includes pay for summer school, intersession, overtime, allowances
and bonuses. For those earning less than one year of service credit,
contributions will be credited to the Defined Benefit Program as
additional service credit. For those earning more than one year of
service credit in any school year, member and employer contributions
will be credited to Defined Benefit Supplement accounts.
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